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What’s Inside
A practitioner urges other CPAs to rec

ognize their responsibility to obtain suf
ficient relevant data in divorce engage
ments.

A review of a useful reference on stan

efusing Time Bombs, Herding Cats, and
the Virtue of Skepticism

D

Some Lessons Learned at the Business Valuation Conference

The following article summarizes some of the points made by speakers at the AICPA National
Business Valuation Conference. Of course, most of the sessions covered technical and regulatory mat
ters. This article doesn't cover those sessions because they warrant detail that's impossible to provide
in such limited space. Instead, we briefly summarize a few of the sessions offering less technical, but
nevertheless practical guidance for practitioners.

dards of value

FYI . . .
•

Tax consequences of client dam
age awards

•

A rise in bankruptcies?

•

IRS Business Valuation Standards

•

The whistleblower's dilemma

•

Endowed Business Valuation
research

•

A source of temporary accounting
staff

Former Governor Dick Thornburgh, the opening speaker at the AICPA Fraud and Litigation Services
Conference held in Las Vegas in September, encouraged conference participants to have a healthy
skepticism when engaged to provide client services. The theme of skepticism arose again at the
AICPA National Business Valuation Conference in Austin, TX, from December 3 through December 5,
2006. The conference sold out in advance, with 900 conference participants filling the Hilton Hotel in
Downtown Austin. The theme of skepticism was introduced by the keynote speaker, Sherron
Watkins, the famous Enron whistleblower, who told her story and sketched the lessons to be learned
from Enron's dissolution.
Ms. Watkins began by pointing out that, compared with the well-publicized scandal involving
WorldCom, the Enron story takes much, much longer to tell. The explanation, she believes, is that the
culpability of the parties in the scandal went well beyond cooking the books with unlawful accounting
schemes. The overoptimistic advice of bankers and consultants, the skewed buy recommendations of
research analysts, and the glowing but unfounded reports of the media all contributed to the scandal.

The Enron scandal, Watkins said, heralded a cycle of fraud abuse that prompted legislation and regu
lations through the Sarbanes-Oxley Act of 2002 (Sarbanes-Oxley), which she characterized as a codi
fication of best practices. In the past, she noted, other cycles of abuse in the United States were
addressed by legislation and regulations, such as the measures taken to correct the abuses of child
labor, ensure safety in workplaces, and curtail monopolies.
Among the lessons to be learned by the individual, said Watkins, is the need to avoid working for a
company that had lost its moral compass.

Company leaders, she said, need to ensure that the firm has the highest values. The Enron experience
also demonstrated the need for internal controls that are strong enough to identify and control
employees who are "ethically challenged." At Enron, Watkins said, such employees were given sec
ond, third, and fourth chances.
Watkins encourages healthy skepticism. Companies should foster "robust employee feedback" and
should value employees who play "the devil's advocate." She drew an analogy between the events
that led to the scandal and the tale of the emperor's new clothes, wherein the emperor's advisers
protected themselves by ignoring rather than confronting the reality of the situation. Companies,
Watkins said, need to avoid "groupthink."

Continued on page 2

Continued from page 1

Back to Business Valuation

FOCUS,
January/February 2007, Volume
3, Number 1. Published by the
American Institute of Certified
Public Accountants. Copyright
© 2007, by the American Institute
of Certified Public Accountants,
1211 Avenue of the Americas,
New York, NY 10036. Printed in the
U.S.A.
Editorial Advisers

Bryan Lester Coffey, CPA
Coffey Communications, LLC
Bethesda, Maryland
Holly Sharp, CPA, CFE, CFP
Laporte, Sehrt, Romig & Hand
Metairie, Louisiana

Jeffrey K. Mock, CPA/ABV
CPA Consulting, Inc., PS
Bellevue, Washington
Rob Shaff
Colton Consulting
Oklahoma City, Oklahoma

Robin E. Taylor, CPA/ABV
Dixon Hughes PLLC
Birmingham, Alabama

Ronald L. Seigneur,
CPA/ABV, CVA
Seigneur Gustafson Knight LLP
Lakewood, Colorado
Editor

William Moran
wmoran@aicpa.org

One of the sessions that followed the keynote
address was "Buy-Sell Agreements: Ticking
Time Bomb or Reasonable Resolution?" Z.
Christopher Mercer, ASA, CFA, founder and
chief executive of Mercer Capital, suggested the
opportunity for practitioners to serve clients by
reviewing their buy-sell agreements with them.
In a time when many businesses are undergo
ing or planning ownership transition, it is proba
bly appropriate to review their buy-sell agree
ments. Clearly, Mercer believes many buy-sell
agreements are ticking time bombs, causing
anxiety, uncertainty, and broken friendships.

After defining buy-sell agreements, Mercer
named five types, namely, fixed-price agree
ments, formula agreements, "shotgun" agree
ments, the rights of first refusal, and process
agreements. He followed by explaining each
type of agreement and citing its features and
its advantages and disadvantages. Mercer
favors process agreements.
Mercer discussed the six defining elements of
buy-sell agreements as standard of value; level
of value; the "as of" date of the appraisal; quali
fications of the appraisers; and the appraisal
standards to be followed. Mercer cited specific
changes made to the Uniform Standards of
Professional Appraisal Practice (USPAP).

The Dangers of Using
Templates
Toward the end of his presentation, Mercer
warned about the use of templates by many
professionals to facilitate drafting buy-sell agree
ments. "Probably all law firms use them," he
said. He cited two "universal" issues with tem
plates: They must be revised over time, and
they can create problems if professionals rely
too heavily on "'standard' stuff." Mercer cited,
for example, that levels of value have changed,
but templates haven't. His final word about tem
plates were, "Regarding the buy-sell agreement
templates I have seen, I find that they fail to be
current in terms of valuation components."

In closing, Mercer cited the business opportuni
ty for lawyers and CPAs in reviewing the buy
sell agreement from a legal and business per
spective and from a valuation perspective by
valuation analysts and appraisers.

Much of what Mercer covered in his presenta
tion is available on the Mercer Capital Web site
FOCUS—January/February 2007

(www.mercercapital.com). The material he
covered in his presentation is also available
in his book, which was published in
December 2006, Buy-Sell Agreements: Ticking
Time Bomb or Reasonable Resolution? A
checklist for reviewing buy-sell agreements is
presented in chapter 23 of the book. More
information about the book and a downloadable
chapter are available at the Mercer Capital Web
site.

Business Valuation
Standards
A general session on BV standards was pre
sented by Edward J. Dupke, CPA/ABV, who is a
senior consultant in the Valuation and Forensic
Services Division of Clifton Gunderson, LLP,
Phoenix, AZ. Dupke has been involved in the
development of the BV standards from the
beginning as chair of the BV standards task
force. As most readers know, this process has
been lengthy. Dupke quipped that he felt like he
was giving an annual report. The process has
taken so long because of the task force's need
to address the issues raised in response to the
first exposure draft issued. The first draft drew
more than 160 comments. The standard affects
not only CPAs who are BV practitioners but
also those in other areas such as tax, account
ing, personal financial planning, litigation, and
business/industry. Consequently, the task force
reached out to eleven constituencies within the
AICPA for their feedback on the standard and
heard from other groups and individuals. Where
appropriate, the standards were revised and a
second exposure draft was issued. Further
issues were raised and will be resolved before
the final standards are issued.
Dupke explained that the standards are being
issued because the AICPA has the responsi
bility to provide guidance to members in all
areas of practice. The BV standards are
designed to improve the consistency and
quality of practice among members providing
valuation services.

Although final standards had not been issued
when Dupke made his presentation, he did
highlight some details. He pointed out that the
standards are principles-based, not a detailed
primer on business valuation. He also pointed
out that the standards define two types of
services, namely, a valuation engagement and
a calculation engagement. Other changes
Continued on page 3

from the 2005 exposure draft that Dupke cited
included the following:
• Any disclosure of subsequent events was
made optional with the valuation analyst.
• Oral valuation reports were added to the list
of permitted reports.
• The reporting exemption was expanded from
litigation only to include "certain controversy
proceedings."

Herding Cats
As readers know, when the AICPA issues the
BV standards, they will not be unusual in the
sense that other professional organizations
serving the valuation analysis and appraisal
community also have promulgated standards.
At the beginning of his presentation,
"Reconciling Between Multiple Professional
Standards," Michael A. Crain, CPA/ABV, ASA,
CFA, CFE, showed a film clip of cats running in
various directions, visually posing questions to
CPAs who provide valuation services and
belong to more than one of the organizations for
BV professionals. The obvious question is, "Is
reconciling multiple professional standards like
herding cats?" However, another question is, "Is
the perception the actual reality?" Crain is man
aging partner of the Financial Valuation Group,
Fort Lauderdale, and Chair of the AICPA
Business Valuation Committee.

Crain offered reasons why the perception is not
the reality. The BV standards of the various
U. S. organizations have no substantive differ
ences in requirements to develop and report on
a valuation. The only large difference is that the
AICPA standards have a reporting exception in
litigation or other controversy matters. The
development requirements, however, still apply
in these matters. The perception that the BV
standards of the various organizations grossly
conflict with one another is wrong. Differences
may arise from a principles-based approach
versus a rules-based approach. One standard
may address a point while another ignores it.
Consequently, the perception may be that the
differences are significant conflicts.
Another question that arises from the fact of
multiple standards is, "Can the BV community
cope with them?" Crain's answer is, "We
already have for years." Even so, Crain recog

nized that problems can arise. A practitioner in
the audience cited his experience of being
asked, under cross-examination, to explain why
he had followed the standards of one organiza
tion rather than another.
Crain pointed out that practitioners freely
choose to be part of more than one BV commu
nity and then address the individual standards
of multiple member organizations. Besides the
good and the bad, there is the "ugly" crossexamination of the uninformed person. The
practitioner who joins an organization with stan
dards needs to understand those standards well
enough to be able to explain to an opposing
lawyer that any inference that he or she has not
complied with an organization's standard is
either inaccurate or unreasonable.

The Gold Standard
Compared with other organizations that have
promulgated BV standards, the AICPA may
have a unique position that will set the AICPA
BV standards above others, making them the
"gold standard." Crain cited several reasons
why this distinction may result. One reason is
that the AICPA is in a unique position in that it
has a history of standard-setting. Furthermore,
the AICPA standards often translate into laws
set by a state board of accountancy to realize a
common goal, which is to protect the public.
Many state boards of accountancy have pow
ers over CPAs licensed in their states. In addi
tion, the AICPA membership of 330,000 is
broader than that of organizations focused
mostly on BV. AICPA members have a variety of
backgrounds and service offerings.

Dealing With Litigation
Recognizing that business valuation services
sometimes result in litigation, the conference
program included three opportunities for guid
ance from different perspectives of those
involved—a judge, an attorney, and a CPA prac
titioner. The judge in this instance is Donald F.
Parsons, Jr., who became Vice Chancellor of
the Court of Chancery of the State of Delaware
in 2003. The session presented by Vice
Chancellor Parsons was entitled "The World of
Valuation According to the Delaware Chancery:
Convergent and Divergent Issues." Serving as a
moderator in the session was Neil J. Beaton,
CPA/ABV, CFA, ASA, partner in charge of Grant

Thornton LLP's national valuation services
group. The Delaware Chancery is a center of
corporate litigation for several reasons.
Delaware is the home to 750,000 corporations.
Fortune 500 companies account for 60% of the
companies incorporated in Delaware, as are
50% of the firms traded on the National
Association of Securities Dealers automated
quotation system (NASDAQ) and the New York
Stock Exchange. Moreover, 70% of firms
choose Delaware when making an initial public
offering (IPO).
Vice Chancellor Parsons cited the following rea
sons that valuations challenge judges:

• Available information is limited.

• Familiarity with financial theory and method
ology is required.
• Daubert issues regarding which techniques
or methods are generally considered accept
able.
• The experts' opinions frequently diverge
widely and require scrutiny of assumptions
and inputs.
The vice chancellor also offered ten tips for val
uation analysts appearing before the chancery
court. Some are specific to his court, but others
offer practical and appropriate guidance to prac
titioners. His number one tip is "Be skeptical.
You know the court will be." He also advised
being independent and avoiding partisanship.
Vice Chancellor Parsons repeated this tip in
other words in response to Beaton's question
about what would kill an expert witness's
credibility. Repeating the theme of his number
one tip, the vice chancellor cited an apparent
conflict of interest and excessive coziness
with the client company. An appearance of
bias, he said, will make the court more skepti
cal.

Beaton also asked what weight the court
gives to professional organization credentials.
The vice chancellor said that the court doesn't
pay as much attention to credentials as it
should. The qualifications that were sought
concerned whether the expert performed valu
ations regularly and the extent of the analyst's
experience in the subject industry.
Continued on page 4
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Letters to
the Editor
Focus encourages its readers to
write letters on consulting servic
es issues and on published arti
cles. Please remember to include
your name and telephone and fax
numbers. Send your letters by
e-mail to wmoran@aicpa.org.

A Lawyer's Perspective
"What Lawyers Do To Silence Articulate Experts,"
was the subject addressed by Roger Dodd, a trial
lawyer, whose office is in Valdosta, GA. He is also
of counsel to Spohrer, Wilner, Maxwell &
Matthews in Jacksonville, FL. Dodd offered many
particular tips to expert witnesses to help them
survive the adversarial position in which they often
find themselves. Dodd also encouraged skepti
cism, by advising expert witnesses to bet on
themselves, not on lawyers. Lawyers, he said,
may not understand what the expert is doing. He
also advised:
• Don't trust the client.
• Don't bet on the judge.

New BV Hall of
Fame Inductee
The newest member of the
AICPA Business Valuation
Hall of Fame is Ronald L.
Seigneur of Seigneur,
Gustafson, & Knight, LLP.
When announcing Seigneur's
induction, Michael Crain,
chair of the AICPA Business
Valuation Committee,
described Seigneur as "one
of the most passionate peo
ple in the BV community who
freely gives his time to the
profession at the expense of
personal time." Seigneur,
whose book review appears
on page 6 of this issue and is
an editorial adviser to Focus,
is a leader in the develop
ment of AICPA educational
courses. He has taught more
than ten different AICPA
group study courses in more
than twenty-five cities.
Seigneur's additional contri
butions not only to the BV
community, but also to the
accounting profession in
general, include numerous
articles and presentations in
various media.

• Don't expect that the opponent will "screw
it up."

• Don't count on the law.

Dodd thinks that experts should focus on facts in
their testimony as opposed to conclusions, inter
pretations, opinions, too many generalities, and
legalisms. For example, a witness to an accident
will be more convincing by stating, "I saw him
being hurled from the car and lying on the road in
a heap," rather than just saying there was an acci
dent. He also cited a dialogue between a lawyer
and witness in which the facts triumphed:
Lawyer: Only a wealthy man could live at this
address.

Witness: I wouldn't call myself a wealthy man.
Lawyer:

But you own three homes, and spend
$100,000 in a year just for pleasure.

Such approaches are the content of CrossExamination: Science and Techniques, 2nd edition
(Charlottesville, VA: LexisNexis, 2006), which
Dodd coauthored with Larry S. Pozner.

The Practitioner's
Perspective
"Ten Deadly Mistakes of Valuation Experts in
Litigation" was the subject of the presentation of
Michael G. Kaplan, CPA, CVA, CFFA. Kaplan is a
principal with Kaplan Abraham Burkert & Company,
Woodland Hills, CA, and senior adviser with
Freeman & Mills, Inc., Los Angeles.
Kaplan's ten tips included one that reiterated the
theme introduced by Sherron Watkins at the
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start of the conference and later by Vice
Chancellor Parsons and Roger Dodd. The theme
is summed up as mistake 3, "Failure to verify
assumptions and representations of the client
and counsel." The reasons that the expert needs
to follow this warning are that clients and coun
sel often put a "spin" on the evidence and some
times provide assumptions that may bias the
expert's opinions. To counter this tactic, Kaplan
advises, "Ask for specific documents. Don't limit
your inspections to documents the counsel
chooses to give you". Kaplan advises this for the
following reasons:
• The selection of documents can create bias.
• You have no way of knowing whether counsel
intentionally is withholding documents

• The expert must provide the "laundry list" of
documents needed.
• An opinion "based upon the documents provid
ed to me" is vulnerable to attack.
Kaplan's experience, knowledge, and dynamism
shouldn't be missed by valuation experts who
want to provide testimony successfully.

Wait 'Til Next Year
Participants in this year's conference benefited not
only from this practical guidance but also from
presentations and discussions about technical
issues they need to address. Among the 41 ses
sions were many that addressed emerging issues,
such as fair value measurements and the impact
on Financial Accounting Standards Board (FASB)
Statements of Financial Accounting Standards
No. 141, Business Combinations, and No. 142,
Goodwill and Other Intangible Assets, valuing S
corporations, valuing human capital intangible
assets, the cost of illiquidity, to name only a few.
The roster of presenters is a "Who's Who" of the
leaders in the valuation industry.

The excellence of this year's conference can be
attributed to the efforts of Robert Duffy, who
chaired the conference steering committee and
of the other committee members. Every year, the
BV conference is even better than the previous
years. If history repeats itself, next year's confer
ence in New Orleans will be even better.

Why CPAs Need to Obtain Sufficient Relevant Data
in Divorce Engagements
By Ed Donnelly, CPA/ABV

The distribution of the marital estate upon the
termination of a marriage presents opportuni
ties for CPAs who want to provide consulting
services in the matrimonial field. This area
falls under litigation consulting services. In
providing consulting services, CPAs need to
follow Rule 201, General Standards (AICPA,
Professional Standards, vol. 2, ET sec.
201.01), of the AICPA Code of Professional
Conduct (the Code). The general standards
address professional competence, due profes
sional care, planning and supervision, and suf
ficient relevant data. I have found in my expe
rience in giving rebuttal testimony on another
CPA's opinions that the area that often needs
improvement is the fourth area of Rule 201,
the duty of a CPA to "obtain sufficient rele
vant data to afford a reasonable basis for con
clusions or recommendations in relation to

have surfaced that affected the value. In
this instance, the doctor's failure to pass
three board certification examinations and
the subsequent lapse of his eligibility for
certification proved crucial to correctly
determining the physician's earnings
potential. The economic effect of this
oversight was measured at approximately
$500,000, resulting in a significant differ
ence from the license's real value.

any professional service performed." A CPA's
not having sufficient relevant data to ade
quately support an expert opinion can result
in his or her client's being harmed financially
by the outcome of the litigation.

Cases in Point
In my experience, I have seen expert opinions
on a spouse's enhanced income potential that
were not based on adequate evidence to
support the opinion. Consider, for example,
the potential effects in the following two
cases:
1. In an assignment involving the valuation
of a physician's license, the CPA expert
did not conduct a comprehensive inter
view with the physician. Had the expert
asked questions concerning the doctor's
credentials, important information would

2. Another enhanced income valuation case
concerned the earnings potential of a reg
istered nurse (RN). In the jurisdictions
where I practice, the date of the cause of
action is used as the valuation date of the
active assets such as enhanced income.
In this case, the CPA expert used only the
RN's tax return from the preceding
year—a convenient source of data but
one that gave an incorrect income in this

Consulting Standards and the AICPA Code of
Professional Conduct
Guidance for AICPA members performing consulting services is
found in the Statement on Standards for Consulting Services (SSCS),
Consulting Services: Definitions and Standards (AICPA, Professional
Standards, vol. 2, CS sec. 100) and the Code of Professional
Conduct. The SSCS describes various consulting services. The serv
ices range from the development of findings, conclusions, and rec
ommendations to providing staffing and other support services. The
SSCS goes on to explain member responsibilities to the client.

• Due professional care requires members to exercise professional
care in the performance of professional services.
• Planning and supervision requires members to adequately plan
and supervise the performance of professional services.
• Sufficient relevant data means that members are required to
obtain sufficient relevant data to afford a reasonable basis for
conclusions or recommendations.

In addition to the SSCS, CPAs performing consulting services are
required to follow Rule 201, General Standards (AICPA, Professional
Standards, vol. 2, ET sec. 201.01), found in the AICPA Code of
Professional Conduct. These standards apply to each AICPA mem
ber, whether performing in an attest capacity or as a consultant.
The standards are the fabric of which public confidence is woven for
CPA reliability.

In addition, CPAs need to follow other applicable areas of the
AICPA Code of Professional Conduct such as:

The General Standards cover performance levels in the following dis
ciplines:

• Rule 301, Confidential Client Information (AICPA, Professional
Standards, vol. 2, ET sec. 301.01)

• Professional competence states that members should only per
form services they or their firms are qualified to complete.

Additionally, CPAs may need to follow other AICPA standards
depending on the engagement.

• Rule 102, Integrity and Objectivity (AICPA, Professional
Standards, vol. 2, ET sec. 102.01)
• Rule 203, Accounting Principles (AICPA, Professional
Standards, vol. 2, ET sec. 203.01)

Continued on page 6
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Litigation Services
and Applicable
Professional
Standards
CPAs are involved in a wide variety of
engagements in the litigation services
area, including the calculation of eco
nomic damages, valuations, fraud pre
vention, detection and investigation,
tax analyses, and bankruptcy analy
ses. In connection with this work,
CPAs can serve in many roles, includ
ing those of consultant, expert, trier of
fact, special master, mediator, arbitra
tor, and others.
AICPA's Consulting Services Special
Report 03-1, Litigation Services and
Applicable Professional Standards,
provides guidance to CPAs practicing
in this area. In addition to discussing
the professional standards applicable
to litigation services, the practice aid
describes the relationship of attesta
tion and other professional standards
to litigation services. It also discusses
federal and state court rules.
The practice aid is in paperback. Its
price to AICPA members is $26.00. To
obtain this practice aid, visit
www.cpa2biz.com or call
1-888-777-7077.

case. The CPA effectively did not use the
correct valuation date. The appropriate
date could have been determined easily by
asking the client's attorney and then the
CPA would have used more recent informa
tion in forming the expert opinion.
Nevertheless, the wrong income level
resulted not only from using an incorrect
valuation date, but also from the error of
considering only one year of data.
Consequently, the CPA expert substantially
deviated from the real value of the RN's
enhanced income potential.

Many CPAs benefit from becoming familiar
with the case law applied in their state's matri
monial and other courts. It should be noted,
however, that CPAs have no responsibility to
research and interpret the law nor are they
trained to do so. Most important, CPAs need to
avoid appearing to be interpreting the law
when providing testimony.

In both of these illustrations, the CPA's dili
gence and competence was attacked in the
courtroom. We could conclude that the CPAs

One possible explanation for such lapses is a
failure to recognize Rule 201 as a responsibility
in providing services in litigation matters.
Perhaps some practitioners focus too much on
the adversarial process of the U.S. legal sys
tem and do not focus enough on their own eth
ical standards.

Ed Donnelly, CPA/ABV practices from an
accounting and tax office in Melville, NY, with
a satellite office in New York City. He concen
trates on valuations of privately owned busi
nesses and valuation services associated with
matrimonial issues. His credentials also include
a law degree from New York Law School.

A Useful Reference on Standards of
Value
A review of Standards of Value: Theory and
Applications by Jay E. Fishman, Dr. Shannon P.
Pratt, and William J. Morrison (Hoboken, NJ:
John Wiley & Sons, 2006); 386 pages; ISBN-0471-69483-5
By Ronald L Seigneur, MBA, CVA, CPA/ABV
Standards of Value: Theory and Applications
addresses the standard of value as applied in
the four distinct contexts of estate and gift tax
ation, shareholder dissent and oppression,
divorce, and financial reporting. The authors,
Jay Fishman, Shannon Pratt, and William
Morrison, have written the book in a fashion
that will prove useful for judges, lawyers, and
practitioners to better understand the theory
and conceptual underpinnings of the various
standards of value in both the judicial and regu
latory applications. The depth of the book in
several areas reaches well beyond anything
published to date with respect to how the rec
ognized standards of value relate to these four
very different purposes in application.
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did not comply with Rule 201 by not obtaining
sufficient relevant data to afford a reasonable
basis for their expert opinions. Granted, these
examples are anecdotes based on my chance
encounters in my own assignments. However,
many CPAs with significant testifying experi
ence report similar observations of unsupport
ed expert opinions.

Starting with a preface that refers to the 1937
work of James C. Bonbright in his book,
Valuation of Property, this new work moves
forward in a very structured and digestible
fashion to address many of the ambiguities
found in the practical application of common
standards of value.

Focusing on Standards of
Value Concepts
Standards of Value leaves valuation approaches
and techniques to the well-recognized treatises
that have come before it, including several by
the authors themselves, such as Valuing a
Business and the PPC Guide to Business
Valuation. After an amazingly exhaustive dis
cussion of the definitional aspects of both fair
value and fair market value, referencing a wide
range of recognized academic, judicial, and leg
islative precedents, the book moves forward
with an excellent detailed discussion on the
origins of fair market and fair value reaching

back to the early 1800s and progressing to the
current accepted definitions for each of the
standards discussed within the book.

Chapters are included that focus on standards
of value concepts related to the following:
• Common standards and premises of value
• Fair market value in estate and gift tax

• Fair value in shareholder dissent and
oppression
• Standard of value in divorce
• Fair value in financial reporting
The book provides a great framework using
value to the Holder and value in Exchange as
the two fundamental premises to discuss the
spectrum of values that result from fair market
value through fair value, leading to investment
value measures. The book also addresses the
interplay of all the attributes and nuances
encountered as one moves from one standard
to another. The book provides an in-depth
analysis of each of the five recognized stan
dards of fair market value, investment value,
intrinsic value, fair value as applied to state
actions, and fair value for financial reporting
purposes.

A Resource for Matrimonial
Engagements
The extensive amount of research that went
into developing Standards of Value is evident
from the detailed case law references that are
included throughout the book. The "Standards
in Divorce" chapter has the best summary of
state-by-state case law I have seen to date;
this alone makes the book an indispensable
resource for anyone who practices in matri
monial courts. This chapter offers excellent
insights on the nuances of personal versus
enterprise goodwill, covenants not to com
pete, celebrity goodwill, and the value of pro
fessional licenses. An interesting discussion is
included in this chapter that highlights the
court's broad interpretation of equitable distri
bution, which often leads to results that
appear inconsistent with established stan
dards.
The chapter on shareholder dissent and
oppression is equally impressive in terms of
its thorough discussion of the long-established
precedents for fair value determinations
determined by the American Bar Association
and American Law Institute. The discussion
continues, reaching back to case law from the

1850s and rolling forward to a landmark 1950
Delaware Supreme Court case, the 1969
Model Business Corporation Act definition,
and onward to the currently recognized defini
tions. The chapter on fair value also has
extensive reference to case law throughout
and ends with an equally impressive state-bystate summary that categorizes, among other
aspects, the recognized state case law, defini
tion of fair value, and the references to appli
cable state statutes addressing triggering
events. A separate chart in this chapter
recaps, on a state-by-state basis, the primary
case law supporting or rejecting the ability to
take discounts on fair value determinations.

Each of the specific chapters provides an
overview of the history and evolution of the
standard being discussed before delving into
the current views on its application within the
various jurisdictions identified. It is obvious
that these well-recognized authors have done
their homework in producing the content
found in Standards of Value: Theory and
Applications. This book, with its easily
referred to state case law summaries, will be
a welcome addition to the library of anyone
who practices in or deals with business
appraisal issues.

| FYI...
Tax consequences of client
damage awards
New legislation and a recent court decision
have shed light on the tax consequences of
client damage awards and related legal fees.
This is the subject of a November 2006
Journal of Accountancy article by Richard
Mason entitled "New Rules, New Ruling."

Experts expect a rise in
bankruptcies
Within the next 12 to 18 months, bankrupt
cies will surge. Helen Shaw reports in
CF0.com (November 10, 2006) that, "Over
70% of 90 restructuring pros in a survey by

the American Bankruptcy Institute and Daily
Bankruptcy Review expect that U.S. corporate
restructurings will increase."
What will be the most likely triggers? Opinions
vary. Interest rates will be the cause accord
ing to 48%. Other triggers included home
prices (15%) and commodity prices (13%).
Additional triggers cited were global competi
tion, the equity bear market, a decline in con
sumer spending, and unfunded pension plans.
What industries are most vulnerable? Real
estate and construction were cited by 80%.
More than two-thirds of the respondents cited
retail and about as many cited airlines.
Manufacturing and transportation were not

too far behind at 63% and 49%.

IRS Business Valuation
Standards
If you prepare valuations for gift and estate
matters, charitable gift giving, and calculating
built-in gains taxes associated with conver
sions of C corporations to S corporations, you
may want to review the IRS Business
Valuation Standards issued on July 27, 2006,
by the Internal Revenue Service Valuation
Policy Counsel. The purpose of the publication
is to provide guidance to IRS employees who
review valuations prepared by third-party valu
ation analysts or prepare valuations them
selves. The standards are available at the
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University of Georgia Small Business
Development Center Web site:
http://www.sbdc.uga.edu/pdfs/IRS-BV_standards.pdf

The whistleblower's
dilemma
Making the rounds of universities, including
Indiana University, Penn State, and San
Francisco State, former Enron Executive Lynn
Brewer told audiences of her dilemma in
addressing what she saw happening at Enron.
Her dilemma: Tell the truth or give up as much
as $30,000 a day in stock options. Brewer
worked for Enron for more than three years
before going public. When she first reported
the irregularities, her supervisor rebuffed her.
Exacerbating her dilemma was her fear of
what would happen by going public. Legal
retaliation? Enron failing? The latter came true,
of course.
Speaking at Penn State, she said that the
biggest lesson learned from the Enron experi
ence was not about corruption but the willing
ness of hundreds of people who observed cor
ruption to look the other way.

Private entities endowed
research initiative
The Financial Consulting Group, LC (FCG) has
entered into an agreement with the University
of South Florida (USF) School of Accountancy
to fund and support the Private Equities
Endowed Research Initiative at USF. The
school will conduct research to create and
manage value in closely held for profit and
nonprofit entities.
The initial gift for the Center by FCG is
$25,000. FCG hopes to raise additional funds
to reach a goal of $300,000 by offering FCG
members, and other accounting and appraisal
groups the opportunity to contribute in support
of the research. Donors can contribute at one
of four levels, namely, Bronze (up to $999),
Silver ($1,000 to $4,999), Gold ($5,000 to
$9,999) and Platinum ($10,000 or more).
"Accounting professionals who work in busi
ness valuation have never had any authorita
tive empirical research to support their
engagements and activities," says Michael
Mard, CPA/ABV, ASA, president of the
Financial Valuation Group in Tampa. Donations
of checks payable to USF Foundation for the

Private Equities Endowed Research Fund can
be mailed to FCG, Attention: PEERF, 900
Wilshire Blvd., Suite 514, Los Angeles, CA
90017.

Need Temporary Staff?
Here's an alternative to staffing agencies.
Greenbrim.com has launched a Web site for
engaging temporary accounting help. Unlike
staffing agencies, firm recruiters will need to
review the credentials of prospective staff.
Their profiles include the prospect's experi
ence, education, and certifications. You can
solicit bids for specific projects or search for
candidates free of charge. Professionals pay a
monthly membership fee to bid on or search
for positions.

The Greenbrim home page
(www.greenbrim.com) lists the practice areas
of accounting, bookkeeping, information tech
nology audit, operational audit, fraud investiga
tion, data analysis, compliance, financial audit,
Sarbanes-Oxley, fraud monitoring, business
process risk assessment, technology risk
assessment, and fraud prevention and aware
ness.
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